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Abstract

The problem of wages in Egypt is at the forefront in the debate about the economic

reform, particularly calling for finding the mechanisms that realize the equal distribution of

the growth return .The Egyptian government has long been developing partial palliative

solutions, without long-term perspective; therefore, the problem continues to re-emerge.
While economic reform in Egypt focuses on macroeconomic policies, wage policies remain
fragmented and inconsistent; thus constituting an impediment threatening the reform itself.
Recently, the controversy has wrongly limited the problem to fixing minimum wage, which
involves a severe confusion between the minimum wage required for living, and the wages
scale that is linked to productivity and responsibility.

The main goal of this dissertation is assessing the impact of raising the minimum wage

on employment and inflation in Egypt. Standard Neoclassical theory suggests that the
minimum wages would negatively affect the employment of low wage workers. However,
some empirical studies have found insignificant or positive employment effects. There are
several potential justifications for these empirical results including price-pass-through effects.
For more clarification, the study takes the following steps:
Firstly: Analyzing the feasibility of assessing minimum wage employment and inflationary
effects based on historical data. It is found that the existing minimum wage system is
ineffective for both private sector and government employees. It is concluded that the official
national minimum wage rate is not binding. Also more than 50% of our minimum wage
workers were employed by the private sector and were not covered by a legal contract or
social insurance. Moreover, about 99% of the irregular employment in the private sector
works without a legal work contract. This indicates a wide degree of informality that has
important implications for adherence to the minimum level.

Secondly, Studying the international experiences and the elements of the minimum

wage system from a study of how to determine the minimum wage in those countries, the role



of trade unions, the extent to which the fair distribution of wages is achieved, and the
prevailing levels of productivity.

This study suggests that the National Minimum Wage Council should redesign the
existing minimum wage setting mechanism, especially for private sector workers. It is also
recommended a regular update of minimum wage rates given economic conditions and
feedback from follow-up studies and public consultations. Greater efforts are also needed to
improve work conditions for low wage workers. Finally, the paper concludes with a broad
outline of wage policy reform, based on three pillars: The first, to end the dispute over setting
a minimum wage using international standards; the second is the need to link wages to
productivity; then both lead to the third pillar which is institutional reform and creating a
technical entity for managing the labor market and facilitating dialogue between workers,
private sector and the government.

All societies should also develop strategies to enhance their levels of social security,
guided by ILO social security standards as their economies mature and fiscal space widens.

There is no excuse for any society to put off building social security for its members,

and it can be done at any stage of development, even if gradually. All societies can grow with

equity.

Keywords: Minimum wage, Employment, Inflation, Egypt.
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A Brief

This study aims at bridging the gap in the literature about the minimum
wages and the inflationary effects in Egypt. It also aims at recognizing the
theoretical concepts related to minimum wages and the various factors that
determining it; via the international conventions and relevant legal legislations,
on the one hand, and on the other hand, identifying the methods used in
determining the minimum wages, whether in the developed or developing
countries. In addition to mentioning the certified criteria of determining the
minimum wages, with reference to the variables that the minimum wage policy
makers are based on within the country’s economic and social policy, in order to
guide it in determining the most important criteria to be taken into consideration
when setting or modifying the minimum wage, in order to protect the real wage
from erosion over time; due to the effects of inflation, for reducing poverty

levels in society, and in order to preserve economic and social stability.

The importance of this study lies in knowing the best standards and the
means that can be relied upon when determining the minimum wages in Egypt,
in light of the economic and social conditions it is going through, taking into

account the experiences of other countries.
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(29) << he [James Duncan (1857-1928)] defined the living wage as a << rate of wage sufficican to

permit the maintenance and progressive improvement of the American standart of living in the group
to which the worker belongs >> >>

(Lawrence B. Glickman." A Living Wage: American Workers and the Making of consumer Society",

Cornell University Press , 1999, p. 85.
Available at: https://www.degruyter.com/cornellup/view/title/528441.

Asall o 2le 189 Lle e e VY 825l YEOY 8 mia V) bl Jeall sl (e VY9 50l (T4)
http://servicios.infoleg.gob.ar/infoleginternet/anexos/0-4999/412/texact.htm : lull

(31) Art. L.3231-2. Code du travail Derniére modification: 22/6/2020. Edition: 27/6/2020. Production
de droit.org.
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(34) D. 3231-5, D. 3231-6 Code du travail Derniére modification: 22/6/2020. Edition: 27/6/2020.

Production de droit.org.
(35) D. 141-7. Code du travail Derniére modification: 22/6/2020. Edition: 27/6/2020. Production de droit.org.
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Evolution of the Minimum Wage", Rhetoric and Public Affairs , Summer 2000, Vol. 3, No. 2
(Summer 2000), pp.132-133: https://www.jstor.org/stable/41940223.
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(62) 1LO." Minimum wages: wage-fixing machinery, application and supervision, First
Published, 1992, Report 11l (part 4B), International Labour Conference, 79" Session Geneva
1992, P2.

Available at:

http://www.ilo.org/public/libdoc/ilo/P/09661(1992-79-4B).pdf, p. 10.

(63) ILO.”Committee of experts, minimum wage systems”, INTERNATIONAL LABOUR
CONFERENCE 103rd SESSION, 2014 General Survey of the reports on the Minimum Wage
Fixing Convention, 1970 (No. 131), and the Minimum Wage Fixing Recommendation, 1970
(No. 135), Report Il (Part 1B),Geneva, 2014, p1.

Available at:

https://www.ilo.org/wecmsp5/groups/public/---ed_norm/---
relconf/documents/meetingdocument/wcms_235287.pdf

(64) ILO.” Protection of wages: Standards and safeguards relation to the payment of labour
remuneration”, Geneva: International Labour Office, 2003, p. 26.
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(66) <<The 1967 report of the ILO committee of Exports defined the minimum wage as
follows: < the minimum wage represents the lowest level of remuneration permitted, in law or
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fact, whatever the method of remuneration or the qualification of the worker; (...) it is the
wage which in each country has the force of law and which is enforceable under threat of
penal or other appropriate sanctions. Minimum wages fixed by collective agreements made
binding by public authorities are included in this definition> >> (to see: Francois Eyraud and
Catherine Saget." The fundamentals of minimum wages fixing, International Labor Office",
Geneva 2005, p. 3).
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Available at:
Enrico sergio Levrero. "The Classical Theory of Wages and Its Interpretations: A Critique of

the Canonical Classical Modelm, Bulletine of Political Economy, 12,1-2, May 2019, p 55:76.

More on the " Subsistence Wage Theory " See: Henry William Spiegel."The Growth of
Economic Thought", Prentice-Hall,inc.,New Jersey,USA, January 1991, P325.
(75) David Ricardo."” The Iron Law of Wages ", 1817, J.R McCulloch,ed. (london: John

Murray, 1881), Chapter 5: On Wages:« p 31.
Available at:

http://sourcebooks.fordham.edu/mod/ricardo-wages.asp¢
https://www.marxists.org/reference/subject/economics/ricardo/tax/ch05.htm
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(77) <<the lawful basis of wealth is, that a man who works should be paid the fair value of his
work >> (John Ruskin, The Crown of Wild Olive and the Cestus of Agalaia, cited in: Derrick
Leon,"Ruskin, the Great Victorian ", published by Routledge and Kegan Paul, London,
1969.P 448).
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